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TAX FORUM
DORIS L. BOSWORTH, CPA, Editor

YEAR-ROUND TAX PLANNING
year. With regard to the year 1964, the change
in billing procedure represented a change in
accounting method for which prior approval
of the Commissioner had not been obtained,
and the income still could not be deferred. The
Tax Court sustained the position of the Com
missioner as to 1963 and prior years, but deem
ed the change in billing and collection pro
cedure a business policy change, similar to de
cisions as to price reductions or alteration in
production schedules. Under the new policy,
income would not accrue until the arrival of
the billing date in the year of publication. A
careful study of this case and its possible ap
plication may warrant giving effect to a similar
change in the billing policy of a particular
client.

Most practitioners concern themselves par
ticularly with year-end tax planning and, after
a brief respite, become embroiled in the prob
lems and pressures of the current tax season.
As a result, tax planning is relegated to a slow
period toward the end of the year. For this
reason the Forum this month will concern it
self with problems that should receive atten
tion throughout the year.
Compensation

In many instances where employee-share
holders are paid a bonus or receive substantial
salary increases at year-end, the Internal Rev
enue Service may question whether such pay
ments are, in fact, disguised dividends. The
tax impact on the employee is generally the
same regardless of characterization, but if the
Service is able to sustain its position, the cor
poration loses the deduction on the. theory of
unreasonable compensation. If the corporate
financial picture is sound and it is contemplat
ed that future profits will remain relatively
static or improve, any bonus declaration or sal
ary increase should be given effect to at the
beginning of the year. Definitive action at the
outset of the period tends to substantiate the
increase as being meritorious, provided other
applicable tests are met—for example, growth
directly attributable to the employee’s activity,
a salary scale for commensurate positions in
other firms, dividend policy, etc.

Charitable Contributions

Many taxpayers have been holding in abey
ance certain contributions due to changes
in the Internal Revenue Code as the result of
the Revenue Act of 1964. With the issuance
of final regulations (T.D. 6900, 11/16/66)
some of the problems in this area have been
resolved, and it would be well at this time to
reconsider your clients’ charitable contribu
tions programs.

In 1964 the tax benefits hitherto obtained
through gifts of future interests in tangible
property were eliminated, and it was no long
er possible to obtain a current deduction for
a work of art given to a museum, where the
donor retained the right to enjoyment of the
gift throughout his life. The final regulations
have several illustrations of the tax treatment
of such gifts, and they are no longer deduc
tible until the donor and his “tax relative,”
as defined in Section 267(b), have divested
themselves of all rights to the property. One
significant point, however, is that these re
strictions pertain only to tangible property,
and gifts of future interests in real or intangi
ble property are still valid. Reg. 1.170-2(vii)
stipulates that gifts qualifying for the addi
tional 10% deduction must be made “to” and
not merely “for the use of” the organization.
Thus, gifts of future interests in stocks, bonds,
and real property to the so-called 30% or
ganizations will qualify although the recipients

Income Deferral

Based on a recent Tax Court case the pos
sibilities of tax savings due to the deferment of
income should be explored. In Decision Inc.
47 TC 5 (10/18/66) the taxpayer received
most of its income from the sale of advertising
space in certain publications. Through 1963
it had been the practice to defer income re
ceived from advertising to the year of publica
tion even though the business had been solicit
ed and billed in the prior year. In 1964 tax
payers changed its billing policy and no bills
were rendered or payment made until the year
of publication. The Service took the position
that through the year 1963 income could not be
deferred to the year of publication when bills
were rendered and payments made in the prior
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will not have the use of the property until
sometime in the future. This is important not
only because of the additional deduction al
lowed in the current year, but because of the
five-year carryover rule.

Federal Government Accounting

(Continued from page 10)

differences between government and private
industry, viz.,
(1) Lack of a profit motive in government;
and
(2) Necessity for complying with legal pro
visions.
As stated already, there can be no brief sum
marization of the Federal Government account
ing system. Nevertheless, the foregoing expla
nation of the budgetary functions of the Bureau
of the Budget, the receipt and expenditure
functions of the Treasury Department, and the
audit and control functions of the General Ac
counting Office may throw some enlightenment
of the Federal accounting structure which, de
spite its immensity, works exceedingly well.

Suspension of Investment Credit

Recently enacted legislation has suspended
the use of the 7% investment credit in con
nection with most types of tangible personal
property and certain real property for the
period October 10, 1966 through December
31, 1967. No attempt will be made here to
discuss the various ramifications of the bill,
other than to call attention to the possibility
that unwittingly taxpayers may find that they
are not entitled to a credit for property ac
quired after the suspension period expires.
The property referred to is tangible personal
property ordered during the suspension
period but not delivered until 1968. The term
“ordered” in this case embraces not only or
ders reduced to formal contracts, but also
oral directives and any correspondence that
has the effect of acquiring such property at
a later date! If, therefore, acquisitions are con
templated at a relatively high cost which, by
their very nature, require some time for as
sembly and delivery, the tax advantages of
an investment credit in 1968 should be weigh
ed against the delay in delivery of the assets
through postponement of any act which may
be interpreted as an order.
While only a few items that the account
ant must be alert to throughout the year have
been covered, it is hoped that their considera
tion will generate thinking along the same
lines, rather than the usual tendency to place
undue reliance on year-end planning.

CHANGE OF ADDRESS
Whenever you have a change of address,
you must notify us of your new address if
you wish to continue receiving the magazine.
If your magazine is not delivered and is re
turned to us, we shall have to discontinue
mailing to you until we hear from you.
To change your address, please print your
name, new address and zip code number and
send to THE WOMAN CPA, 327 South La
Salle Street, Chicago, Illinois 60604.

D.L.B.

CALENDAR OF 1967 EVENTS

ASWA EASTERN REGIONAL CONFERENCE,
Syracuse, New York

May 10-13

ASWA WESTERN REGIONAL CONFERENCE,
Phoenix, Arizona

June 8-10

AWSCPA-ASWA JOINT ANNUAL MEETING
Portland, Oregon

September 20-23
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